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OATH OR AFFIRMATION

I Hajime Sagawa ' , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

AXES AMERICA, LLC , as
of DECEMBER 31 ‘ ,2006 | are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

nature

hisfeport ** ifis (check all applicable boxes#®
_(a) Facin ge.
(b) Statement of Financial Condition.
{c) Statement of Income (Loss).
{d) Statement of Changes in Financial Condition.
{e) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ Capital.
{f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
(I) An Qath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
{(n} A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

-
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**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Auditor’s

To the Members
Axes America, LLC

We have audited the accompanying statement of financial condition of Axes America, LLC (the
“Company™) as of December 31, 2006, and the related statements of income, changes in members’ capital
and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and -significant estimates made by management, as well as-
‘evaluating the overall financial statement presentation. We believe that our audit provided a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
condition of Axes America, LLC at December 31, 2006, and the results of its operations and its cash flows
for the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary schedules are presented for purposes of additional analysis and are not a required
part of the basic financial statements, but are supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in our audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole. -

Berson & Corrado, LLP

New Yorl(, New York
January 19, 2007




AXES AMERICA, LLC

STATEMENT OF FINANCIRL CONDITION

DECEMBER 31,
2006
Assets _
Cash $ 2,099,243
Investments, at market 76,396
Other assets 12,327
Total assets % 2,187,966
Liabilities and capital _ '
Accounts payable and accrued expenses $ - 134,747
Advance from customer 1,743,795
Total liabilities 1,878,542
Capital . .
Members' capital o _ - 309,424
- Total liabilities and capital $ 2,187,966
See accompanying notes. -4-



AXES AMERICA, LLC

STATEMENT OF INCOME
FOR THE YEAR ENDED
DECEMBER 31, 2006
- Revenues

Investment advisory fees
Total Revenues

Expenses
General and administrative
Professional fees
Advisory fees

Total expenses

Income before income taxes

Other income (éxpénses)
Unrealized gain on investments

. Income tax provision '
Interest and dividend income

Total other income (expenses)

Net income

$ = 3,162,000
3,162,000

282,242
29,571
22,582

334,395

2,827,605

12,480
(116,815)
95,301

(9,034)

S 2mssn

See accompanying notes.




AXES AMERICA, LLC

STATEMENT OF CHANGES IN MEMBERS' CAPITAL

Members' Capital at January 1, 2006
Net income
_Distribuiions

- Members' Capital at December 31, 2006

- FOR THE YEAR ENDED

DECEMBER 31, 2006

§ - 297442
2,818,571
(2,806,589)

$ 309,424

See accompanying notes.




AXES AMERICA, LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED
DECEMBER 31, 2006

Cash flow from operating activities
Net income 5 2,818,571
Adjustment to reconcile net income to net cash provided ‘

by operating activities

Depreciation " 3,708 -
Changes in operating assets and liabilities: ' '
Increase in investments, at market © (31,680)
Decrease in fees receivable ‘ 9,121
Decrease in other assets - 578
Increase in accounts payable and accrued expenses : 115,277
Increase in advances from customer o 1,743,795
Net cash provided by operating activities ' : 4,659,370

Cash flow from financing activities

Member distributions o (2,806,589)
Net cash used in financing activities : (2,806,589)
Increase in cash I _ ‘ 1,852,781
Cash - beginning of the year 246,462
Cash - end of the year - $ 2,099,243

See accompanying notes. -7-



AXES AMERICA, LLC

NOTES TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES
DECEMBER 31= 2006 .
Note 1 — General Information

Axes America, LLC (the “Company™) was formed in the state of Delaware on ‘February 14, 1997. The
Company will continue indefinitely unless it is earlier terminated in accordance with the Limited Liability
Company Agreement by a majority of the common interest of the members or pursuant to the Delaware
Limited Liability Company Act. Effective May 28, 1998 (commencement of operations), the Company
obtained registration as a broker-dealer pursuant to the Securities Exchange Act of 1934, as amended.

The Company acts as an introducing broker for securities transactions initiated by an affiliated entity. All
transactions for its customers are cleared through and carried by 2 member of the National Association of
Securities Dealers, Inc. and of major national securities exchanges on a fully disclosed basis. Accordingly,
customer positions are not reflected in the accompanying statement of financial condition.

" Note 2 — Summary of Significant Accounting Policies

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from:those estimates.

Cash and Cash Equwalents - The Company con51ders all hlghly liquid investments w1th a matunty of three
months or less at the time of purchase to be cash equivalents.

Revenue Recognition - Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions occur. Certain investment research and advisory fees are received quarterly in advance
and recognized as earned on a pro rata monthly basis. Private placement fees are recognized as eamed upon
the completion of the related services.

The Company also provided general investment research and advisory services to affiliated entities for fixed
‘monthly fees, this agreement terminated in June 2006. In addition, the Company provides certain private
placement and product development services to affiliated and non-affiliated entities. Fees for such services
are either a fixed amount, or based upon a percentage of the assets involved in the transaction.

Fixed Assets - Items capitalized as fixed assets are recorded at cost. Depreciation is computed using the
straight-line method based on the estlmated useful lives of the assets: equipment, three years, and furniture
and fixtures, seven years.

Income Taxes - The Company does not record a provision for Federal or State income taxes because the
individual members report their share of the Company’s income or loss on their personal income tax returns. -
The Company does record a provision for New York City Unincorporated Business Tax.

See independent auditor's report. -8-




AXES AMERICA, LLC

NOTES TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES
DECEMBER 31, 2006

m ‘
Note 2 - Summary of Significant Accounting Policies (continued)

Accounts Receivable - The Company considers accounts receivable to be fully collectible; accordingly, no
allowance for doubtful accounts has been recorded. If amounts become uncollectible, they will be charged
to operations when that determination is made.

Fair Value of Financial Instruments - The fair market value of financial instruments recognized in the
statement of financial condition is based on quoted market values.

During the year ended December 31 , 2006, the Company exercised its warrant to purchase 1,200 shares of
The Nasdaq Market, Inc. (NASD) stock at $16 per share.

Investments at December 31, 2006 consist of 2,400 shares of common stock in NASD and 250 shares of
class A Series 7 preferred stock in China Online, Inc.

- The following is a summary of investments as of December 31, 2006:

Gross Gross

Unrealized Unrealized Fair
Cost Gain (Losses) Value
.Investments: R : e '
Common stock $ 37200 % 36,696 $ . -- 3 73,896
Preferred stock 2.500 -.- 2,500
339700 5 3669 3 - § 7639

Note 3 — Member Allocations and Distributions

Net income is allocated to the members’ capital accounts in proportion to each members’ respective
ownership interest in the Company.

Cash distributions may be made at the discretion of the Company’s elected managers. During 2006, the total
amount of distributions totaled $2,806,589.

Note 4 — Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1,
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15to 1. At December 31, 2006, the Company had net capital
of $235,352, which was $111,053 in excess of the required minimum capital of $100,000 and its ratio of
aggregate indebtedness to net capital was 7.98 to 1.

See independent auditor’s report. ' -9.-




AXES AMERICA, LLC

NOTES TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES

DECEMBER 31= 2006

Note 5 — Related Party Transactions

Under the terms of the Limited Liability Company Agreement, managers may receive compensation for’
services rendered. During 2006, managers received $12,000 of compensation expense for such services.

5% of the investment advisory fees earned during the year ended December 31, 2006, were from offshore
affiliated entities which are owned by the members of the Company.

. Note 6 - Commitments '
Rent expense for the year ended December 31, 2006, is approximately $50,186.

Future minirnum obligations under non-cancelable operating leases at December 31, 2006, are as follows:

2007 $ 59,302
2008 60,785
2009 . - 62,304
2010 63,862
2011 21,462

Total - $ 267715
Note 7 — Significant Contmet

In May 2006, the Company entered into an agreement with Olympus Corporation (the “Client””) whereas the

Company will assist the Client as its financial advisor and agent. Upon the signing of the agreement, the.
Client paid an up-front non-refundable basic fee of $3,000,000 plus an additional $2,000,000 to be held by
~ the Company on account for disbursements incurred or to be incurred. The disbursements include -
reasonable fees and expenses of counsel. In addition, a further fee of $2,000,000 is payable to the Company

on the first anniversary of the agreement. The Company is also entitled to certain future contingent

payments as defined in the contract upon the consummation of a transaction with a third party. The

agreement may be terminated by the client by giving a written notice. Upon termination of the agreement

the Company is due any unpaid portion of the basic fee and the Company shall pay back to the Client any

amount still held on account for disbursements. As of December 31, 2006, the customer advance was

$1,743,795.

Note 8 — Income Taxes

The income tax provision for the year ended December 31, 2006:

Local: _
Current h 116,815
L - . e )

See independent auditor's report. ' -10-




" AXES AMERICA, LLC

NOTES TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES

DECEMBER 31, 2006

Note 9 - Concentrations
During the year ended December 31, 2006, 96% of revenue was earned from one company.
Cash held by financial institutions which exceed the Federal Deposit Insurance Corporation (“FDIC”) limits.

expose the Company to concentrations of credit risk. Balances, throughout the year, exceed the maximum

coverage provided by the FDIC on insured depositor accounts.
. * % %k ok

See independent auditor’s report. -11--




'AXES AMERICA, LLC

SCHEDULE OF COMPUTATION OF NET CAPITAL AND AGGREGATE
INDEBTEDNESS UNDER SEC RULE 15¢3-1

DECEMBER 31,
2006
Computation of net capital
.Total members' capital from statement of ﬁncax_icial condition _ $ 309,424
Deductions: |
Non-allowable assets

Investments - not readily marketable ‘ 2,500

Other assets " ‘ 12,327
Net capital before haircuts ) $ 294,597
Stocks and warrants ' $ 11,084
Haircuts on securities - . S | , 41,495
Undue Concentrations - - _ _ S 6,666
Net capital - - o I 235,352
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital requires (6-2/3% of aggregated indebtness) : 125,236
Minimum dollar net capital requirement ' 100,000
Net capital requirement (greater of above) , ' 125,236
Excess net capital’ , $ 1 ld,l 16
COMPUTATION OF AGGREGATE INDEBTEDNESS
Accounts payable and accrued expenses $ 134,747
Advances ' 1,743,795
Aggregate indebtedness . $ 1,878,542
Ratio of aggregate indebtedness to net capital : - ‘ 7.98:1.0

R —
—

There are no material differences between the computation of net capital presented above and the computation of
net capital reported in the Company’s unaudited Form X-17A-5, Part 11-A amended as of February 20, 2007.

L A "

See independent auditor's report. | ' -12-




AXES AMERICA, LLC
(A LIMITED LIABILITY COMPANY}

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMNENTS
UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
| DECEMBER 31, 2006

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934, as
amended, in that the Company’s activities are limited to those set forth in the cond1t1ons for exemption
appearing in paragraph (k)(2)(1) of the Rule.

See independent auditor's report. . - 13-
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Independent Auditor’s Supplementary Report on
Internal Control Required by SEC Rule 17a-5

To the Members
Axes America, LLC

In planning and performing our audit of the financial statements and supplemental schedules of Axes America, LLC
(the “Company”) for the year ended December 31, 2006, we considered its internal control, including control activities
for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”) we have made a study of
the practices. and procedures followed by the Company, including tests of compliance with such practices and
procedures that we considered relevant to the objectives stated inrule 17a-5(g) in making the following periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and the reserve -
required by rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures followed by the Company in
any of the following: ' ) ‘

1. Making quarterly securities examinations, counts, verifications and comparisons and

recordation of difference required by rule 17a-13.
2. Complying with the requirements for prompt payment for securities under Section §
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
" System :

The management of the Company is responsible for establishing and maintaining internal control and the practices and
procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be expected
to.achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable but not absolute assurance that assets for which the Company
has responsibility are safeguarded against loss from unauthorized use or disposition and that transactions are executed
in accordance with management’s authorization and recorded properly to permit the preparation of financial statements
in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error or fraud may
occur and not be detected. Also, projections of any evaluation of them to future periods are subject to the risk that may

" become inadequate because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that might be material
weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness
is a condition in which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in relation to the financial statements




being audited may occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, mcludmg procedures for
safeguarding securities that we consider to be material weaknesses as defined above,

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this
report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of .
1934 and related regulations, and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and on our study, we believe
that the Company’s practices and procedures were adequate at December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the use of management, the National Association of Securities Dealers, Inc., the SEC

and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934, in their.
. regulation of registered brokers and dealers, and is not intended to be used by anyone other than these specified parties.

Bersonw & Coﬁradm LLP

New York, New York
January 19, 2007




